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Abstract
This study reports the result of a survey of IT investment decision making in S&P300 ASX listed Australian firms.
Unlike previous studies that focus mostly on IT investment justification, this survey explores the procedures and
activities utilised by these large Australian firms during the four major decision making stages of IT investment:
planning, evaluation, implementation and post-implementation review. An analysis of the responses reveals an
unenthusiastic attitude by management towards IT despite the ongoing development of decision making theories
and evaluation techniques for IT investments. We argue that a lack of strategic view of IT still presents the most
significant obstacle in IT adoption and benefit realisation.
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INTRODUCTION
Today’s business environment is characterised by organisational dependence on information and communication
technology. At the same time, this reliance on IT/IS (hereafter IT) has given rise to concerns about how to
evaluate IT investment initiatives. Although a significant number of theoretical models for evaluating IT
investment have been proposed over the past decades, IT investment decision making is still seen as problematic
in practice (Mahmood and Mann 2000). Moreover, the usefulness of these theoretical models and techniques has
not been clearly established and, as a result, no single theory or technique can be said to be unequivocally
successful in helping firms evaluate IT investment opportunities and identify where IT value lies.
This discrepancy between the desired and the actual outcomes of IT investment decision making highlights a
possible gap between what is offered in theory by researchers and what is used by practitioners. Gaining an
understanding of the underlying issues associated with this gap is of importance as its existence questions the
veracity of recent theoretical developments in IT investment decision making and evaluation practices. Hence,
the aim of this study is to explore the procedures and activities used during IT investment decision making and
to examine the actual extent of support provided by existing IT investment decision-making theories and
techniques in practice. It is expected that the outcome from this research will not only lead to a better
understanding of the decision making process for IT investment in Australian firms, it will also help identify the
practicality and applicability of the available IT investment theories and models.

RELATED LITERATURE
The selection of IT investments that increase business performance or drive down costs has been a particularly
interesting subject for researchers and practitioners alike. Issues such as the popular ‘productivity paradox’ and
the broader ‘value for IT money’ debate have further fuelled the extensive research in the area of IT investment
(e.g., Hitt and Brynjolfsson 1996). At the same time, a review of current literature reveals a number of
differences between IT investment assessment literature and traditional capital budgeting literature. Particularly
in the way that the entire decision making process is rarely discussed in IT investment decision making research.
Instead, much attention has been focused on project justification or evaluation alone. Boonstra (2003, p.196)
remarks that “there is remarkably little empirical research focusing on the process used by managers to decide to
buy, develop and/or implement IS applications” effectively illustrates the shortcomings of current research.
Another theme that this survey seeks to investigate is the practicality and applicability of current IT decision
making theories and evaluation methods discussed in the literature. With the vast amount of theories, concepts,
and methods being developed in the area of IT investment assessment, investing in IT should have become a less
complex task overtime. However, the literature suggests that those theories and methods available often have

little practical use, and that the demonstration of IT benefits remains extremely difficult (Farbey et al. 1999,
Davern and Kauffman 2000, Mahmood and Mann 2000). A number of reasons have been put forward for this
lack of practicality and applicability. For example, it is suggested that those theories and methods advanced by
researchers are too difficult or complex to apply in real organisation settings (Lin et al. 2000, Hochstrasser 1994).
This highlights the possibility of a gap between what academics and organisations consider as acceptable or
realistic IT decision making practices, and raises the need to thoroughly examine the way organisations investing
in IT.
To address these issues, a survey was undertaken to answer the following: (1) what procedures and activities are
involved in all four stages of IT investment decision making, and (2) what is the extent to which IT investment
decision making theories and techniques in the literature are currently being applied in industry? We believe that
there are both significant practical and theoretical implications in answering these two research questions.

RESEARCH DESIGN
This study employed a cross-sectional survey methodology. As the study investigated the IT investment decision
making process in large listed Australian organisations, participants of the survey were the 218 constituents in the
S&P/ASX 300 Index available at the time of the study. The questionnaire was mailed to the Chief Executive
Officer or General Manager of each company in the fourth quarter of 2003. A total of 33 useable questionnaires
were returned representing a response rate of 15 percent, which is comparable to other similar studies conducted
in the past few years (e.g., Cotton and Bracefield 2000, Stratman and Roth 2002, Lin and Pervan 2003). To
assess the probability of non-response bias, chi-squared Goodness of Fit test was used to analyse the industry
distributions between the sample and respondents. The results indicated that the respondents were statistically
similar to the targeted population (p > 0.05). The profiles of the participated organisations and respondents are
recorded in Tables 1 and 2.
Table 1: Organisational profiles
Organisation Profiles
Number (n) Percent (%)
GICS sectors
Consumer discretionary
6
18.2
Consumer staples
1
3.03
Energy
1
3.03
Financials
5
15.2
Health care service
4
12.1
Industrials
6
18.2
Information technology
1
3.03
Materials
6
18.2
Telecommunication
1
3.03
Utilities
2
6.06
Number of employees
Less than 200
200 – 1000
1001 – 5000
Over 5001

7
10
11
5

Revenue in last financial year in AUD$
Less than $10 million
1
$10 - $99 million
3
$100 - $500 million
16
Over $500 million
13

21.2
30.3
33.3
15.2
3.0
9.1
48.5
39.4

Table 2: Respondents’ profiles
Respondents Profiles
Number (n) Percent (%)
Respondent’s position
CEO
5
15.2
Managing Director
2
6.1
Executive or Group
7
21.2
General Manager
CIO, IS/IT Director or
11
33.3
Manager
Financial Controller
1
3.0
Senior or Group
3
9.1
Accountant
Enterprise Architect or
3
9.1
Business Analyst
Not reporting
1
3.0
Existence of an IS/IT department
Yes
27
No, outsourcing
1
No
5

81.8
15.2
3.0

Reporting level between the IS/IT official to CEO
Direct link
10
37.0
One level
14
51.9
Two or more levels
3
11.1

As indicated in Tables 1 and 2, the majority of respondent organisations were large in terms of number of
employees and revenue, with 60.1% (n = 20) of them ranked within top 1000 Australian companies by revenue.
Respondents’ positions were either CIO or dedicated IS/IT Manager. However, for companies without an
internal IT/IS department (n = 6), respondents were mostly senior accountants and financial controller (67%). In
addition, those six companies employed 200 or less people. It appears that smaller companies, in terms of
employee size, were less likely to establish dedicated IT/IS department and personnel. Finally, most (n = 24) top
IS/IT officials were found to be within one reporting level to the CEO in those organisations where a dedicated
IS/IT department existed, indicating a close link between IT and business executives.

DATA ANALYSIS
This section provides the descriptive analyses of the data collected through the survey research. The
questionnaire was divided into sections representing the specific parts of the IT investment decision making
process recognised in the literature: (1) planning and feasibility study, (2) evaluation of benefit and cost, (3)
selection and implementation, and (4) post-implementation audit (Willcocks and Lester 1994, Hogbin and
Thomas 1994, Farragher et al. 1999, McKay et al. 2003). The following subsections follow this format of the
questionnaire and provide analysis of the data collected. It should be noted that in this study, a ‘5’ in the fivepoint Likert scale always indicated the most positive/favourable response while an ‘1’ always indicated the least
positive/favourable response. Statistical values such as mean and standard deviation discussed here will follow
this particular convention.
Planning and feasibility study
This section of the survey was aimed at identifying the procedures and activities followed by organisations to
assess the potential IT investment opportunities during the planning and feasibility analysis phase. Respondents
were first asked to indicate the primary entity responsible for IT investment decision making in their
organisations from a list of six styles of IT governance: business monarchy, IT monarchy, feudal, federal,
duopoly, and anarchy (Weill and Woodham 2002). Results indicated that IT decision making structure was
mostly business monarchy (n = 19) or federal (n = 8), suggesting a centralised decision making process where
both business and IT executives held most decision rights.
The majority of the respondents (91%) believed they considered IT investment opportunities continually
throughout the year rather than when the IT budget was prepared. However, responses to the existence of formal
written policy for each of the major stages of IT investment process were mixed, where 54.5% indicated
affirmative for IT planning and analysis stage, 63.6% for evaluation of benefit and cost stage, 72.7% for IT
selection and implementation stage, and 54.5% for post-implementation audit stage. With only half of the
respondents having formal IT planning and analysis procedures, there was a possible indication that IT
investments were sought reactively rather than proactively in half of the organisations. Survey data further
revealed that 21% (n = 7) of the respondents had no formal policy for the entire decision making process and
only one-third (n = 11) of the respondents had formal policy established for all four stages.
In terms of the extent organisations followed a formal approach to IT investment process, two-thirds indicated
that they either always (21.2%) or frequently (45.5%) followed a formal approach while over a quarter (27.3%)
responded neutrally (mean = 3.82, standard deviation = 0.846). Interestingly, of the seven companies without
any formal policy for the entire decision making process, one reported a formal approach was frequently
followed, four reported sometimes, and two reported rarely. It appears that some organisations considered their
decision making process formal even without the existence of formal written procedures. Respondents were then
asked to rate the extent to which a formal link between corporate strategy and IT investment goals was required.
Of the total respondents, 24.2% said a formal link was always required and 45.5% said it was often required.
However, 15.2% said such link was rarely or never required. In terms of IT investment goals, most respondents
(87.9%) always or often defined IT success measures before investments were approved. However, the fact that
almost half of the responding organisations did not plan or post-audit their IT investments raises questions
concerning the quality and value of those success measures.
With respect to how IT was used in general, responses showed that the supportive functions of IT were
perceived far more important than the potential strategic or innovative functions (mean = 4.61, 3.94 and 3.76,
respectively). Respondents were further shown a list of twenty-five decision criteria, initially developed by
Mirani and Lederer (1998), and asked to rate them according to their importance. Results indicated that
categorically, informational criteria consistently outscored both strategic and transactional criteria (mean =
3.78, 3.20, and 2.94, respectively). In fact, six of the ten most important criteria considered by the organisations
were informational. In contrast, many of the strategic criteria received fairly average or low ratings, particularly
those related to competitive advantage. It appears that IT adoption was more likely driven by the need for
improved management information rather than competitive advantage or direct economic gain. That is, IT
investments were made to support existing operations rather than radically alter the way companies conducted
business.
Evaluation of benefit and cost
The term evaluation or justification is often used in the literature to substitute the entire decision making process
and indeed evaluation is critical for selecting the right IT investments. Results shown in the previous section
indicated 63.6% of respondents had formal policy concerning the evaluation of IT investment opportunities.
When the respondents were asked to estimate the use of formal evaluation techniques as a percentage of all
implemented IT investments, it was found that just over a quarter (28.1%) of the organisations formally

evaluated 90 percent or more of their IT investments before implementation. In two cases no formal evaluation
techniques were used at all. Given the significance of evaluation described in literature, the extent of evaluation
observed here seems low. A t-test procedure was used to determine whether the existence of formal IT
evaluation policy resulted in a significance variance in the extent of evaluation techniques used. The analysis
suggested that, as expected, the extent of evaluation techniques used was significantly higher if formal policy for
IT appraisal and evaluation was in place (p = 0.0005).
Irani et al. (1997) propose a classificatory scheme where four basic types of evaluation techniques are identified:
economic, strategic, analytic, and integrated. Responses to the survey indicated that the five most valuable
evaluation techniques identified by the respondents were: Cost Benefit Analysis, Risk Analysis, Payback,
Return on Investment, and Internal Rate of Return (mean = 4.14, 3.83, 3.79, 3.69, and 3.61, respectively). Of
these five techniques, four were based on economic measures while Risk Analysis was the only analytic, noneconomic method used. The lack of use of non-economic techniques was also found to be generally much higher
than that of economic-based techniques. This significant reliance on economic-based techniques may be
explained by the heavy need for IT informational benefits in the organisations. Therefore, evaluation based on
economic measures was possibly seen as adequate. Moreover, no company reported the use of evaluation
techniques other than these thirteen listed in the survey. It appears that despite the progress being made in the
field of IT evaluation, the selection of evaluation techniques is still limited. In the overall terms, the results were
consistent with findings in other IT investment studies where economic evaluation techniques were the most
widely used (e.g., Ballantine and Stray 1999, Ward et al. 1996, Bacon 1992).
As Payback was identified as one of the most valuable techniques for assessing IT investment opportunities, a
short payback period should be expected from IT investments. Responses indeed indicated that 21% of the
organisations expected quantitative benefits in less than two years while 66.7% required such benefits within
two to four years after implementation. This payback period was shorter than those identified by comparable
studies. For example, a survey of high technology investment in New Zealand by Cotton and Bracefield (2000)
reported a mean period of 4.2 years. In terms of evaluation technique selection, literature has suggested that the
focus of evaluation should be changed according to the different purposes of IT investment (Farbey et al. 1999,
Willcocks and Lester 1994). When respondents were asked whether the use of evaluation techniques was
investment dependent, over half (57.6%) of the organisations reported affirmative (mean = 3.30, standard
deviation = 1.237). On the other hand, over a quarter did not recognise this dependency (27.3%).
The treatment of risks associated with implementing IT investments has been discussed widely in literature (e.g.,
Dimson et al. 2000, Barki et al. 2001). Similar to software development risks, investing in technology often
carries some degree of risk and uncertainty. It was found that one-third (33.4%) of the organisations either
always or frequently required a quantitative risk-adjusted evaluation for all IT investments. However, almost
half said such evaluation was rarely or never required (42.4%). The mean score of 2.88 (standard deviation =
1.111) was lower than that of comparable studies. For example, 70% required quantitative risk assessment in
Farragher et al. (1999). It appears that while the use of Risk Analysis technique was extensive, risks were likely
expressed in the form of contingency plans rather than in quantitative terms. Another related risk issue is
concerned with the required minimum rate of return piror to IT adoption. Responses showed that such return
was always (12.1%) or frequently (39.4%) required, while another 39.4% reported such return was rarely or
never required.
Some IS researchers acknowledge that while the quantification of benefits and costs is not always possible, they
can be represented in terms of their impacts to corporate goals and objectives (Bacon 1992). Respondents were
therefore asked whether their adopted evaluation techniques were able to identify all important tangible and
intangible benefits and costs of an IT investment. As Table 3 indicates, tangible benefits and costs were mostly
identifiable, though the percentages of ‘always’ responses in both cases were low. In contrast, the identification
of intangible IT benefits and costs appears to be more problematic. The extensive use of evaluation techniques
based on economic measures might contribute to the difficulty in identifying intangible benefits and costs. It is
also noted that costs, either tangible or intangible, were considered more identifiable than benefits. It appears
that tighter costs control could be better achieved from the use of the adopted evaluation techniques, for
example, Cost Benefit Analysis and Risk Analysis.
Table 3: Identifying benefits and costs with the adopted evaluation techniques
Benefits/Costs
Mean
Std. Dev. Always (%) Frequently (%) Sometimes (%) Rarely (%) Never (%)
Tangible benefits
3.70
0.883
15.2
51.5
21.2
12.1
0
Intangible benefits
2.88
0.781
0
24.2
39.4
36.4
0
Tangible costs
3.84
0.847
18.2
54.5
15.2
9.1
0
Intangible costs
2.97
0.967
6.1
18.2
45.5
21.2
6.1

The inability to identify the important benefits and costs associated with an IT investment can lead to the use of
either over-optimistic or over-pessimistic forecast of benefits and savings (Irani et al. 1997, Small and Chen
1995). A significant portion (33.3%) of the respondents reported that their evaluation process overstated the
benefits. At the opposite end, only 15.2% said their adopted process understated the benefits. Findings in a
recent study by Lin and Pervan (2003) also show comparable results, where 26.2% of the surveyed Australian
organisations admitted that their process overstated IT benefits in order to get approval. Interestingly, a t-test
procedure revealed no significant difference in the responses between companies with formal IT evaluation
policy and those without at the 5% level. This may provide some indications regarding the quality of the
evaluation activities and whether they were indeed useful to ascertain the value of IT investments.
With respect to the level of satisfaction with the adopted evaluation techniques, more than one-third of the
respondents were either very satisfied (12.1%) or satisfied (27.3%) while only 15.1% reported dissatisfaction. A
mean value of 3.3 (standard deviation = 0.957) suggested an average satisfaction level. In terms of the level of
confidence that the claimed benefits of the proposed IT investments would be delivered on implementation, only
one company (3.0%) reported a very high confidence level and 36.4% indicated a high confidence level. A total
of 12.1% of the respondents cited a low or very low confidence level. Overall, it can be said that organisations
were only moderately confident in obtaining the anticipated benefits from their IT investments (mean = 3.3,
standard deviation = 0.728). Ward et al. (1996) report a similar mean confidence level (3.3) in their study,
though a higher mean (3.9) is observed in the study by Lin and Pervan (2003).
Selection and implementation
After an IT investment opportunity is appropriately evaluated, the next step is investment selection and
implementation. Evaluation during this stage of the decision making process enables early detection of potential
problems and provides a quality control mechanism to the implementation process (Farbey et al. 1999). Hence,
this part of the survey further explored the selection criteria and evaluation methods adopted by organisations to
oversee IT implementation.
Given not all desired benefits can always be satisfied by a single IT investment, trade-offs between goals and
value may sometimes be required. When asked if they would in general accept an IT investment opportunity that
had positive strategic factors but a possible negative financial impact, less than half of the respondents indicated
they would always (6.3%) or frequently (34.4%) accept such an investment. On the other hand, only 9.4%
reported they would rarely accept such a proposal and none said never. When further asked whether they had
ever made an act of faith IT investment based on intuition only, more than a quarter of respondents reported
such occurrence was either very often (9.1%) or often (18.2%) while half indicated they rarely (27.3%) or never
(21.2%) did so. Further analysis showed that the extent of act of faith IT investments was not significantly
different by the existence of formal IT planning and analysis policy (p = 0.787), by the extent of a formal
approach to IT investment decision making followed (p = 0.174), or by the extent of a formal link between
corporate strategy and investment goals (p = 0.084). Additionally, no significant relationship was found between
the extent of act of faith investments and level of confidence that IT benefits would be delivered (p = 0.207).
The results suggest that some IT investments were perhaps regarded as either mandatory or inconsequential and
therefore were not subjected to formal evaluation. However, whatever the reason for taking this particular
approach was, there is a real danger that either the anticipated benefits would not be fully realised upon
implementation or the costs of IT adoption would be much greater than expected.
In terms of the evaluation methods used during IT implementation, the majority of the methods reported by the
organisations followed the classical project management methodology for IS implementation. Particularly,
project/progress report and project management techniques were used most widely to oversee the quality of the
IT investment being implemented (by 65% and 50% of the organisations, respectively). Respondents indicated
that project report was useful for providing regular update to leadership with respect to major milestones and
deliverables achieved. Traditional project management techniques such as GANTT charts, change control, test
plans, and standards such as ones developed by Software Standards Association of Australia were also used to
ensure scopes and requirements were met adequately. Additionally, ongoing implementation processes were
often subjected to continuous investment objective and financial review, where expected benefits were checked
against requirements and expenditure against the planned budget.
Post-implementation audit
With IT investment implemented and in operation, post-implementation evaluation provides management the
opportunity to ensure that the project performs as intended. The impact of the implemented IT is also compared
to the original prediction in terms of its value, benefits, and costs. Respondents were first asked about the extent
of post-implementation audit in their organisations. A little less than half of the organisations responded that
they always (9.1%) or frequently (39.4%) performed post-implementation evaluation, while almost a quarter
(24.3%) said they rarely or never did so. This frequency of post-audit is much lower than the 77.3% reported by

Lin and Pervan (2003) in their study of IT management in Australian organisations. Recall earlier that 87.9% of
the respondents either always or often developed success measures before investment approval. Given post-audit
was performed regularly in less than half of the organisations, it is difficult to envisage the practical usefulness
of those success measures. A reasonable explanation may be that those success measures were in fact considered
informally rather than being defined as concrete investment goals. Further analysis using a t-test revealed that
the extent of post-audit activities was significantly higher in companies with formal post-audit policy than those
without, as expected (p = 0.018).
In terms of the timing of post-implementation evaluation, a great majority (64.3%) reported evaluation within
six months after IT implementation, followed by immediately after implementation (14.3%) and within twelve
months after implementation (14.3%). Interestingly, only one company (3.6%) post-audited IT beyond the
twelve months period and another described an ad hoc process. This seems to suggest that the focus of the postaudit was on ensuring short-terms goals were met rather than assessing long-term impacts. However, if IT was
not utilised widely for its potential strategic or innovative value, a shorter payoff period would be expected and
post-audit for long-term benefits might not be considered necessary.
An important purpose of post-implementation audit is to compare the realised benefits and costs against those
anticipated during the planning and feasibility stage of the investment process. Table 4 displays the responses
relating to the extent to which realised and the anticipated benefits and costs were compared during post-audit in
organisations.
Table 4: Extent to which realised and anticipated benefits and costs were compared
Benefits/Costs
Mean
Std. Dev. Always (%) Frequently (%) Sometimes (%) Rarely (%) Never (%)
Tangible benefits
3.42
0.923
6.5
48.4
29.0
12.9
3.2
Intangible benefits
2.87
0.846
3.2
16.1
48.4
29.0
3.2
Tangible costs
3.65
0.798
9.7
54.8
25.8
9.7
0
Intangible costs
2.90
0.790
3.2
16.1
48.4
32.3
0
Table 4 shows a very small proportion of the respondents always post-audited the realised benefits and costs
against those planned originally. Comparison for costs also carried out more frequently than for benefits. It
appears that the post-audit process was driven more by costs rather than benefits identification. However, this
somewhat defies the purpose of investing in IT where benefits delivery and management is pivotal. Also noted
is that the realised intangible benefits and costs were not evaluated well against those anticipated, with both
achieving low mean values. A comparison between Table 3 and Table 4 shows some similarity. It seems not
only the identification of intangible benefits and costs was often difficult, the quantification of them was equally
problematic.
IS development literature has recommended that post-implementation evaluation should include personnel other
than the development team to ensure independency and objectivity (GAO 1997). However, survey data
indicated that a significant proportion of post-audit activities were carried out by the same development leader
or team (39.4%). The second most cited entity responsible for post-implementation evaluation was internal audit
department (36.4%), followed by user department (15.2%). The level of active user involvement during postaudit was comparably small to 31.9% found in Kumar (1990). With respect to the evaluation methods used to
post-evaluate the implemented IT, economic measures were used by an overwhelming majority of the
organisations (77.3%). The techniques commonly reported included Payback, Cost Benefit Analysis, Net
Present Value, Return on Investment, and comparison between IT budget and expenditure. In contrast, only onethird (36.4%) of the organisations took the steps to measure the possible impacts on business objectives and
even less for user acceptance (13.6%).
IT investment outcome and issues
The four major stages of IT investment decision making were discussed in the above subsections. This section
further examines the outcome of the decision making and related issues that organisations encountered.
Previously organisations were asked to identify the decision criteria used during IT planning and feasibility
stage. Informational criteria were found to be more important than strategic and transactional criteria for making
IT investment decisions. When further exploring the extent of actual benefits that had been achieved with
respect to each of the decision criteria, results showed that nine of the ten most important criteria were also
ranked as being the most achieved benefit areas. Informational benefits such as information reporting, improved
information accuracy, sharing and distribution were the primary contribution of IT while strategic and
transactional benefits were more subordinate. Analysis through bivariate correlation also indicated a strong and
significant relationship between the use of each of the three decision criteria types and the performance in the
corresponding dimension (p < 0.01). Overall, it appears that the outcomes of the IT investments matched their
planned purposes. That is, the survey organisations ‘got what they paid for’ from their IT investments.

To ascertain the performance of the implemented IT further, respondents were asked to indicate: (1) the level of
their satisfaction with the general outcomes of past IT investment decisions (Decision), (2) the average success
rate of the past IT investments (Success Rate), and (3) the level of their satisfaction with the overall decision
making process adopted by their organisations (Process). Table 5 records these results.
Table 5: Satisfaction with the investment decisions, success rate, and decision making process
Mean Std. Dev. Category 5
Category 4
Category 3
Category 2
Category 1
Responses (%) Responses (%) Responses (%) Responses (%) Responses (%)
Decision
3.61
0.864
12.1
45.5
36.4
3.0
3.0
Success Rate
3.52
0.795
9.1
42.4
39.4
9.1
0
Process
3.27
0.719
3.0
30.3
60.6
3.0
3.0

General observation made from Table 5 was that despite an average confidence level that the anticipated IT
benefits of proposed IT investments would be delivered on implementation (mean = 3.33, see earlier section of
Evaluation of benefit and cost), over half of the respondents were satisfied with the investment decisions made
and the success rate of past IT investments. However, only one-third of the total respondents were positive about
the overall decision making process adopted. Analysis through bivariate correlation showed a positive and
significant relationship between any two of the three variables (p < 0.05). Partial correlation analysis also
revealed that the relationships between Decision and Success Rate (controlled for Process) and between Process
and Decision (controlled for Success Rate) were significantly related (p < 0.05). However, no such relationship
existed between Process and Success Rate (p > 0.05). Such results were reasonable, as a satisfactory decision
making process might facilitate better or more ‘correct’ IT decisions but might not guarantee the actual success
of IT adoption.
Decision maker’s familiarity with the relevant theories and techniques in IT assessment is often argued to play a
critical role in IT decision making (Nutt 1999, Lindgren and Wieland 2000). Evidence in the literature also
suggests that managerial IT knowledge is often a dominant factor in explaining high levels of IT use (Boynton et
al. 1994). Therefore, enquiries were made to the respondents relating: (1) the extent of their awareness of
contemporary decision making theories and techniques (Awareness), (2) the extent to which they kept
themselves up-to-date with those contemporary theories and techniques through professional development (Upto-date), and (3) the extent to which they believed those contemporary theories and techniques were useful
(Usefulness). The results are presented in Table 6.
Table 6: Decision makers’ knowledge with IT investment theories and evaluation techniques
Mean
Std. Dev. Category 5 Category 4 Category 3 Category 2 Category 1 Don’t know
(%)
Responses Responses Responses Responses Responses
(%)
(%)
(%)
(%)
(%)
Awareness
2.64
0.895
0
15.2
45.5
27.3
12.1
NA
Up-to-date
2.82
1.014
6.1
15.2
42.4
27.3
9.1
NA
Usefulness*
2.84
0.943
3.1
15.6
28.1
28.1
3.1
21.9
*
Mean and standard deviation excluding ‘Don’t Know’ responses
In terms of awareness, it seems that beyond the currently adopted evaluation techniques, a great majority of the
respondents were not familiar with contemporary decision making theories and methods advanced by IS
researchers. Similarly, respondents’ involvement in ongoing professional development and training was also low
in general. Further examination of the perceived level of usefulness of the contemporary theories and techniques
revealed that negative and ‘Don’t Know’ responses represented over half of the total responses. Analysis
through bivariate correlation among the three variables showed that only Awareness and Up-to-date were
positively and significantly related (r = 0.786, p < 0.05). Partial correlation analysis also indicated the existence
of such relationship (r = 0.716, p < 0.05). This seems to imply that, while an increase in the awareness of
relevant IT decision making theories and methods was possible through more professional development and
training, an increase in either variables had little impact on the perceived usefulness of those relevant theories
and techniques. Given the results in Table 6, question must be asked concerning the practicality and
applicability of both past and existing work in the field of IT investment decision making.
With respect to the factors most likely to inhibit the evaluation of IT investments, the five factors rated highest
by the respondents were: (1) difficulty with quantifying relevant benefits and costs with current evaluation
methods, (2) lack of organisational rules that support evaluation process and the use of IT evaluation techniques,
(3) difficulty with identifying relevant benefits and costs with current evaluation methods, (4) lack of qualified
or professional staff to conduct IT evaluation, (5) unfamiliarity with evaluation techniques. These factors were
also identified by many studies, for example, Ballantine and Stray (1999) and Khalifa et al. (2001). It can be
seen that factor 1 and 3 are concerned with the evaluation techniques used, factor 2 and 4 are issues related to

organisation context, and factor 5 is associated with decision makers’ familiarity with evaluation theories and
techniques. It is apparent that those factors would have affected not only the extent of evaluation but also the
quality of the overall decision making process for IT investment. Interestingly, only the top three factors had
mean values of greater than 3. Given that organisations were only moderately satisfied with their evaluation
techniques used and the overall decision making process (mean = 3.33 and 3.27, respectively), it is puzzling as
to why more inhibiting factors had not been recognised by the organisations. However, since more than half of
the organisations reported high satisfaction with the IT decisions made as well as the success rate of past IT
investments (Table 5), it is possible that while the decision making process and activities followed were not
considered entirely satisfactory, they were deemed adequate for that purpose.

DISCUSSION
This section draws conclusions concerning the IT investment process and practices in the survey organisations.
Similar to the survey, the sequence of discussion also follows the four stages of IT investment process.
Planning and feasibility study
The significance of IS/IT strategic planning and analysis has been widely discussed in the literature. Similarly,
though past IT investment literature had largely been driven by the development of evaluation techniques, IS
researchers are increasingly calling for more rigorous approach to strategic analysis and planning of IT
investments (Lubbe and Remenyi 1999, Bianchi 2001, McKay et al. 2003). The underlying rationale for this view
is that IT alone does not deliver benefits. Rather, what IT can do is to enable benefit opportunities (Ward et al.
1996). However, to accomplish this, IT success measures must be planned and defined pre-investment. Without
such steps, the benefits of IT adoption cannot be understood and measured confidently. From the survey results,
however, the observation is that the value of strategic planning and feasibility study of IT investments was not
well recognised. A major problem was the apparent lack of formal procedures. Consequently, the process of
selecting IT investments did not always depend on the guidance of established IT strategy or other documented
criteria. A possible explanation to this may be organisations’ unenthusiastic or indifferent attitude to IT.
Literature has discussed the different roles of IT, from automating, informing, and now to transforming the
business (Tapscott and Caston 1993, Farbey et al. 1995). However, there was a lack of such perspective in
reality. IT was most recognisable by the supportive functions it was able to provide, and criteria for IT adoption
were frequently expressed in tangible, operational benefits. With a focus on finding short-term solutions, formal
analysis and planning for long-term IT advantages was not likely to be regarded as an absolute necessity.
Evaluation of benefit and cost
One of the most prominent criticisms to the evaluation methods for IT investment is the inability to fully
appraise the implications of project benefits and costs (e.g., Ryan and Harrison 2000, Farbey et al. 1999, Patel
and Irani 1999). The focus on short-term, bottom-line returns or savings was considered too simplistic in
guiding IT investment decisions (Simms 1997). Consequently, assessment of the more intangible and
organisational impacts was seen as difficult or insignificant (Willcocks and Lester 1991). As a result, the
emphasis on tangible costs and benefits forced IS managers to take one of the following strategies: refuse to
undertake strategic IT investments that could result in long term benefit; invest in projects as an ‘act of faith’; or
fabricate potential benefits and minimise possible costs to satisfy the justification process (Small and Chen
1995). Unfortunately, the observed evaluation process in the survey organisations had the same characteristics
as Small and Chen described: the identification of intangible benefits and costs was found to be difficult and
often left insufficiently considered; act of faith type investments were made by half of the survey organisations;
and IT benefits were overstated in one-third of the organisations. With these findings, it appears that while in
theory evaluation provides the opportunity for organisation to measure the worthiness of IT investment, in
practice this was often not the case. This combination of a lack of evaluation and dissatisfaction with the
adopted evaluation techniques is perhaps reflected by the result where more than half of the organisations
reported a lack of confidence in achieving anticipated IT benefits on implementation.
Selection and implementation
In terms of IT investments selection, responses showed that less than half of the organisations would always or
often accept strategically important investments if financial risks were involved. The result appears to support
the contention that investments that are unable to demonstrate some tangible benefits will be harder to obtain
approval (Scheier 1989). Comments made by the respondents in support of this view include: “IT investments
are not measured against returns, IT is a tool to meet business needs” and “Real returns are rare and are not IT
dependent … a lot of IT investments are [made to] stay in business.” Another important observation made was
the large extent of act of faith approach to IT investment, regardless of the existence of formal IT planning
policy or links between corporate strategy and investment goals. With more than a quarter of the survey

organisations frequently following this approach, the evaluation and selection process was effectively reduced to
a yes/no exercise. With respect to IT implementation, data showed that this particular stage was most widely
performed, where almost three quarter of the total respondents followed formal procedures to oversee IT
implementation. As planning and evaluation of IT investments were often ill performed in the survey
organisations, a sound implementation plan might be the most important leverage to ensure the quality of the
investment.
Post-implementation audit
Post-implementation evaluation is an integrated part of what the literature considers as benefits delivery and
management (Ward et al., 1996). The significance of this particular phase of the decision making process is
often explained by three fronts: it ensures that the project has met the planned goals and delivered anticipated
benefits and quality; it enables organisation learning; and it allows the evaluation of the performance of decision
makers (Farbey et al. 1999, Farragher et al. 1999, Remenyi and Sherwood-Smith 1999, Tallon et al. 2000). An
analysis of the responses, however, revealed two major issues concerning the post-audit activities in the survey
organisations: the extent of post-implementation was limited in overall term, and post-audit was predominantly
summative rather than formative, centring mostly on technical efficiency. Survey data indicated that only about
half of the organisations had formal post-implementation evaluation plan, and less than half of the organisations
post-audited their IT investments regularly. When one considers the passive nature of the IT planning and
evaluation activities as often observed in the survey organisations, the negligence of post-audit is not without
reason. When post-audit did occur, the majority of the post-audit activities were performed within six months of
project completion, suggesting long-term audit was perhaps not required for short-term operational benefits. In
the overall terms, IT evaluation still relied mostly on the traditional success criteria of ‘working, on time, to
budget’ (Ward et al. 1996).

IMPLICATIONS AND CONCLUSION
This paper has presented the data of a survey investigating the IT decision making structure and procedures
adopted by Australian organisations. From the research results, it was found that the planning, evaluation, and
post-implementation evaluation activities for IT investments had not been performed widely and consistently.
Although more sophisticated evaluation methods have been developed over the years, they do not appear to be a
satisfactory answer to improve IT decision making practice. It appears that the underlying problem with IT
investment decision making cannot be explained by the inadequacy of the adopted evaluation techniques alone,
and answers must also lie elsewhere. Two potential problem areas were found to be: organisations’
unenthusiastic attitude towards IT, and a general lack of applicability and practicability of current decision
making and evaluation theories.
The unenthusiastic attitude towards IT is explained by a reactive or fire fighting approach to IT investments and
a lack of formal procedures. IT investments are most frequently made to provide short-term solutions rather than
long-term benefits. It seems that while potential innovative and strategic value of IT was readily recognised by
organisations, in reality IT is rarely acquired for that purpose. As a result, IT decision making process is, in
effect, an IT justification process where formal planning and evaluation activities are considered an option rather
than necessity. At the end of implementation, organisations are unable to ascertain confidently whether benefits
had indeed been achieved and where the impacts of IT were. It was suggested that without changing
fundamentally the way IT is perceived in the business community, the value of IT will continue to be questioned
and IT investment decision making will continue to be difficult.
The lack of applicability and practicability of contemporary decision making and evaluation theories was also
found to be significant with very few organisations considered them useful. While it can be argued that the lack
of awareness and professional training on the decision makers’ part prevented the extensive use of those
theories, the fact that a theory is only as good as there is practical use still remains. Indeed, given that many
organisations continue to struggle with selecting and applying appropriate evaluation techniques, it should be
reasonable to suggest that future development in the area of IT decision making requires a more practical
business perspective.
In his controversial article IT Doesn’t Matter published in the Harvard Business Review, Carr (2003) argues that
IT can no longer offer significant strategic advantage and therefore organisations should change their strategy
for IT adoption. He believes that as IT is being “commoditised”, advantages associated with IT investments are
fast vanishing. Carr then proposes several IT strategies: (1) spend less by investing in essential rather than
discretionary or unnecessary IT; (2) explore simple and cheap alternatives to eliminate waste; (3) reduce risk by
following what has already been done; (4) focus on IT vulnerabilities, not opportunities. While it is not the
purpose of this study to agree or disagree to Carr’s position, the survey results certainly reflect some of his
claims. Given an increasingly complex business environment, investing in technologies that allow organisations
to create firm-specific benefits will remain a challenge.
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